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SUBJECT: SOGUIP/BUTTES RESOURCES INTERNATIONAL CONTRACT EXTEN- 
SION 

REF: (A) CONAKRY 1194, (B) BELGRADE 4919 

1 . BEGIN SUMMARY. SOGUIP ( S OCIETE-GUINEENE DE PETROLE) 

BOARD MEETING AUGUST 10 APPROVED TWO YEAR CONTRACT 
EXTENSION TO BUTTES RESOURCES INTERNATIONAL FOR DRILLING 
OF FIRST GUINEA OFFSHORE WELL. BUTTES 25 YEAR OPTION 

ON TWO 5,000 SQUARE KILOMETER TRACTS HAD BEEN CONTINGENT 
UPON START OF DRILLING PRIOR MARCH 17, 1976. FINANCING 
DIFFICULTIES (ESTIMATED COST PER HOLD USD 5 MILLION) DE- 
LAYED DRILLING START PAST DEADLINE. NAFTAGAS OF YUGO- 
SLAVIA HAS JOINED COMPANY AND BUTTES IS SEEKING OTHER 
WEST EUROPEAN PARTNERS. END SUMMARY. 

2. TIMELY ANNOUNCEMENT OF NAFTAGAS AFFILIATION PRIOR 
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RENEWAL. GOG HAS BEEN DISPLEASED BY DRILLING DELAY AND 
BY MISLEADING BUTTES STATEMENTS AS TO WHEN PLATFORM 
EXPECTED TO ARRIVE. NEVERTHELESS GOG AGREED TO EXTENSION 
IN VIEW OF BUTTES' SUCCESS IN RECRUITING NAFTAGAS AND 
RECOGNITION OF TIME AND IMVESTMENT GOG AND U.S. PARTNERS 
HAVE PUT IN PROJECT. 

3. BUTTES BELIEVES DIFFICULTIES TO DATE IN RECRUITING 
PARTNERS PARTIALLY STEMMED FROM SPECULATION ON PART OF 
OTHER FIRMS AS TO BUTTES' DURABILITY IN GUINEA. 

BUTTES BELIEVES AT LEAST TWO FIRMS DECLINED PARTICIPATION 
OFFER IN ORDER TO PROMOTE NON-RENEWAL BUTTES CONTRACT 
WITH EYE TO REPLACING BUTTES. 

4. BUTTES BELIEVES NAFTAGAS PARTICIPATION AND CONTRACT 
EXTENSION WILL END SPECULATION. NAFTAGAS WILL TAKE 

20 PERCENT OF FINANCIAL COST FOR 10.2 PERCENT OF SHARES. 
BUTTES SOLD SHARES TO NAFTAGAS FROM ITS TOTAL OF 49 
PERCENT OF SHARES AND 100 PERCENT OF FINANCING COSTS. 

5. BUTTES NOW HOPES TO PLACE AT LEAST 40 PERCENT MORE OF 
COST AND 20.4 PERCENT OF SHARES. 

6. POTENTIAL TAKERS OF ADDITIONAL SHARES INCLUDE ELF-ERAP 
(FRANCE) AND DEMINEX (WEST GERMANY). FRENCH AMBASSADOR 
PUSHING GOF (70 PERCENT INTEREST IN ELF-ERAP) TO PARTICI- 
PAGE AS POLITICAL EXPRESSION FRENCH-GUINEA DETENTE. 

BUTTES PLANS TALKS WITH BOTH FRENCH AND WEST GERMANS. 

7. BUTTES FEELS IT NOW IN POSITION TO GIVE FULL FOCUS 
OF ATTENTION TO GUINEA PROJECT. PREVIOUS DISTRACTIONS 
INCLUDED DRILLING COMMITMENTS IN TUNISIA AND YUGOSLAVIA. 
THESE OBLIGATIONS NOW DISCHARGED REDUCING COMPETITION 
FOR FINANCING. GUINEA IS NOW BUTTES' ONLY ACTIVE COMMIT- 
MENT. NEVERTHELESS BUTTES WILL NOT GIVE FIRM DATE FOR 
DRILLING START. 

HARROP 
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